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1. INTRODUCTION
This summation on strategic concepts and management of the strategic process derives from
objectives guiding an organization to utilize their high-level execution relative to rivals. To
accomplish unrivaled execution, organizations pursue assets, through mergers and acquisitions.
Otherwise, corporations focus on strategy to achieve organizational performance, effectiveness,
and profitability (Rothaermel, 2020).

2. THE ROLE OF STRATEGIC LEADERSHIP
The strategic trade-offs or compromises distinctive between Walmart and Nordstrom are based
on the retail industry. Walmart is viewed as a cost leader and a big box retailer. It has enormous
stores with low overhead and low wages (Rothaermel, 2020). On the other hand, Nordstrom is
viewed as a differentiator with proficient salesmen and extravagance settings (Rothaermel,
2020). Walmart's strategic methods enhance its position as a cost leader. For instance, Walmart
exist as large retail locations in rural areas, enjoys incredibly high buying power, utilizes
complex IT frameworks, provides local dispersion environments, achieves low corporate
overhead, and low base wages and pay rates linked with worker benefit-sharing programs to
strengthen benefits (Rothaermel, 2020).
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An illustration of the automotive industry with two diverse organizations that have made
determinations for strategic trade-offs is General Motors and Porsche. There are numerous
contrasts between these two firms, although they are in similar industries. Porsche brands itself
as a world class, premium luxury supplier of vehicles with a high-end price scale. Conversely,
General Motors offers more affordable vehicles and offers shoppers with a lower price point
while utilizing customary advertising methods. Undeniably, compromise decisions are made
by auto makers in a competitive global market. Porsche strives to remain competitive by
utilizing the best technology and materials to create a top-of-the-line product. Additionally,
Porsche recruits those with extensive experience to develop and market their vehicles. At one
time, designing and configuration were Porsche's competitive edge. Notwithstanding, instead
of Porsche maintaining strict confidentiality with its research and development (R&D) strategy,
Porsche shared its R&D group of 2,300 specialists with outside organizations to demonstrate
its high-performing product ingenuity. Porsche has now created a business line dependent on
this model (Henderson & Reavis, 2009). Porsche hires less employees and antedates that its
labor force is an elite aspect of the business while delivering less vehicles annually. Though,
General Motors hires a vast number of representatives worldwide to create elevated levels of
vehicles yearly.

3. THE ROLE AND IMPACT OF PROJECT MANAGERS IN
ORGANIZATIONAL STRATEGY
Influential project managers use their authority and inventiveness while achieving
organizational objectives. Influential strategic leaders have the dynamism and the capacity to
impact the performance of internal and external organizational stakeholders (Rothaermel,
2020). Summed up in the Level-5 Leadership Pyramid, the pyramid is a calculated structure
that illustrates leadership movement through five particular, successive levels. (Rothaermel,
2020). At the top is the Level-5 executive who utilizes project management to support the
business and drive organizational performance (Rothaermel, 2020).
Project
management
and
planning
are
norms
in
all
businesses
(Morais & de Moura, 2018). Likewise, most preferred qualities in project management efforts
are the transfer of implicit knowledge from one project to the next project. Overtly, businesses
contribute to the global economy, which is highly significant in that most businesses survive
because of strategic approaches and project management. Distributing project management
procedures provides containment of risks with relation to a ‘silo’ business culture. Project
management processes explain how project planning takes place in firms. Moreover, the most
preferred qualities in project management provide insight into the principal factors of project
planning such as prospective projects chosen with consensus of stakeholders, the process of
communication, and ethical leadership.
An illustration of a Level-5 executive is Tesla's founder Elon Musk (Rothaermel, 2020).
Musk’s vision is to ensure the world's adoption of a feasible electric powered, autonomous
vehicle and to give moderate zero-emission high production vehicles that are at the top tier.
Moreover, SpaceX is a rocket producer and space transport administration organization, also
established by Elon Musk. Musk has a compelling vision to make human existence multiplanetary. To accomplish this objective, SpaceX means making a civilian voyage to Mars
conceivable and moderate. Besides, SpaceX likewise sees a position in setting up a selfsustainable human settlement on Mars (Rothaermel, 2020). To achieve this goal, SpaceX aims
to provide affordable travel to Mars. Moreover, SpaceX also seeks to establish a self-sustainable
human colony on Mars (Rothaermel, 2020).
An illustration of an organization exhibiting pro and con strategic decision-making is
Facebook (Meta). The Chief Executive Officer, Mark Zuckerberg and Chief Operating Officer
Sheryl Sandberg's leadership proved to be a successful leadership pair. Their leadership
https://iaeme.com/Home/journal/JOM
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prompted remarkable development from 100 million clients in 2008 to 1 billion clients in 2012.
According to Rothaermel (2020) this was an accomplishment that no other firm had achieved.
Only five years after the fact, in 2017, Facebook crossed the 2 billion user mark. By the late
spring of 2018, Facebook's market capitalization remained at more than $600 billion, up more
than 630 percent since its first initial purchasing option (IPO) in 2012, a mere six years prior
(Rothaermel, 2020). One illustration of Sandberg's viable strategic leadership is Facebook's
turnaround starting in 2013 when it did not have a very remarkable or adaptable strategy. A
contributor to the issue was the application's substandard environment. For example,
Zuckerberg had at first fabricated Facebook for the work area PC, not for cell phones. Sandberg
started an all-inclusive "versatile first" activity zeroing in its specialists and advertisers on
portable devices. This turnaround method was staggering, with a current, creating more than
80% of its income of more than $65 billion every year from promotions (Rothaermel, 2020).
By 2019, Facebook was implicated in an untenable situation, as shareholders requested that
Zuckerberg and Sandberg step down from leadership. Because of Facebook’s permissive
security controls, hackers had the option to redirect individual information of a considerable
number of Facebook clients; create inconsistent information. Negligent over-sight prompted
other claims of wrongdoing, including obstruction during the 2016 U.S. political races
(Rothaermel, 2020). Pundits attest that due to its relentless quest for strategic development,
Facebook's leadership neglected to think about the possibility or gravity of negative perception
on the firm, its partners, and its reputation (Rothaermel, 2020). Strategic leaders need to address
significant issues by molding a firm’s vision, mission, and culture. The attributes of a high
performing organization are assumed by leadership, which has a significant responsibility of
developing strategic implementation through effective project management (Rothaermel,
2020). Furthermore, project managers and leaders should utilize generally accepted methods to
create procedures that are viable strategic measures. In conclusion, project managers must have
dynamic strategic capacities. Specifically, proclivities of project managers means that they must
understand the effects of appropriate decision-making in business affairs.
There are a few circumstances when top-down planning is better than bottom-up strategic
project development. In this approach, all strategic insight and policymaking responsibilities
are amassed in the CEO's wheelhouse (Rothaermel, 2020). In the implementation stage,
administrators execute the adopted strategic plan. An alternative strategy permits appropriate
risk management so that leaders choose strategy that most applies to current business realities.
If the circumstance changes, mangers can rapidly adapt and actualize any substitute plans
created in the detailing stage. The firm's resulting execution in the business center provides
managers constant criticism about the principal strategic plan (Rothaermel, 2020).

4. EXTERNAL ANALYSIS: INDUSTRY STRUCTURE, COMPETITIVE
FORCES, AND STRATEGIC GROUPS, AND INTERNAL ANALYSIS:
RESOURCES, CAPABILITIES, AND CORE COMPETENCIES
The external analysis encapsulates the following: Industry Structure, Competitive Forces, and
Strategic Groups, and the internal analysis: Resources, Capabilities, and Core Competencies
(Rothaermel, 2020).
One type of resource outflow is the loss of vital employees who leave for another
organization. To remain competitive, firms with similar employee needs compete for the same
talent (Chin et al., 2012). Frequently, an organization's human resources department promote
career opportunities in the same medium as competitors. Organizations may create Google ads
on a keyword search for like competitors. Potential unethical activity and low public reputation
levied on such behavior, especially if a critical competitor had just announced a significant
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layoff is often the case. The closer firms are on a strategic cluster map, the more directly and
intensely they compete (Rothaermel, 2020).
There are ethical implications of being a good leadership practitioner in the corporate
environment. Also identified is the practical use of good leadership ethics in employee and staff
relationship by utilizing a code of conduct. It is incumbent for leadership practitioners to
maintain healthy and ethical relationships with their employees. As a result, a leader's ethical
practice is examined through the different ethical principles of deontology, virtuosity, the
common good, doctrine, and self-interest (Kinicki & Fugate, 2016). As a result of relativism,
ethical leadership is required for today’s firms (Chin et al., 2012).
For instance, In January 2017, a U.S. grand jury charged six current and former VW
executives for their alleged role in the emissions scandal and its subsequent cover-up. The U.S.
Justice Department's unequivocal decision to bring charges against these executives after a 16month criminal investigation by the FBI ensued. Morais and de Moura (2018) indicated that it
is not uncommon for executives to be personally indicted for company misconduct. This
decision to pursue VW's leadership sets the example of consequences in managing an
organization with integrity. Moreover, the relationship between ethical leadership and
organizational ethics or corporate social responsibility (CSR) provides causation and
correlation for global companies. Ethical leadership is paramount to profitability.
The reality of ethical leadership represents a test for boards of directors to hire, train, and
support strategic leaders. Organizational ethical maturity is based upon a leader’s ability to
adapt and collaborate with key stakeholders. The objective is to deliver value for clients and
customers. Volkswagen seeks to maintain a competitive climate while grasping the enormity
of CSR. This example highlights the consequences of effective decision-making of leaders in
hierarchical settings (Morais & de Moura, 2018).

5. COMPETITIVE ADVANTAGE, FIRM PERFORMANCE, AND
BUSINESS MODELS
The competitive advantage, firm performance, and business model for an organization's
productivity utilize data analytics to measure its strategy. For example, Return on Investment
(ROI) and Return on Assets (ROA) are utilized to determine growth. ROI and ROA quantify a
firm’s ability to decide how an organization's resources are being utilized (Rothaermel, 2020).
There are seven distinctive corporate models: customer segments, value propositions,
channels, customer relationships, revenue streams, key resources, key activities, key
partnerships, and cost structure (Rothaermel, 2020). Given the changing nature of many
industries within the last decade, the aerospace industry's business model of major organizations
such as Honeywell, Boeing, Lockheed Martin, and Airbus has changed tremendously over the
last decade. The aerospace industry has experienced many developments over the past decade
and has established itself as an innovative leader in global sectors (Alamdari et al., 2018).
Aerospace businesses calculate their financial position outlook based on a corporate model. The
changing nature of production is a critical improvement in the development of jet airplanes,
which allows for reduced costs in producing faster and long-distance voyages.
Additionally, the aerospace industry has started to utilize complex materials in recent
aircraft. These complex materials effectively reduce weight, costly materials such as steel,
reduce repair and maintenance, and many other improvements to reduce costs (Alamdari, et al.,
2018). The use of enhanced complex material technology as a key strategy improves consumer
travel satisfaction (Alamdari et al., 2018).
Another aspect of the aerospace industry’s business model is replication of the automotive
industry's production methods (Pop & Ţîţu, 2020). Historically, aerospace has lagged behind
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the automotive industry for many years. The aerospace industry has recently started to
incorporate many of the automotive industry's standards, such as Advanced Product Quality
Planning (APQP) tools. Recently, the aerospace industry now utilizes many quality strategies
fundamental for improving the quality of products and processes. The utilization of quality
procedures and methods are advantageous in the development of business. The expansion of
the avionic business is the use of quality and dependability for various products is an
achievement. To deliver outstanding products, it is vital to maintain high caliber inventory
systems (Pop & Ţîţu, 2020). Considering this, aviation manufacturers explicitly demand
suppliers to improve product quality by executing basic aviation processes. For example,
Advanced Product Quality Planning, Failure Mode and Effect Analysis (FEMA), Statistical
Process Control (SPC), Measurement System Analysis (MSA), and Production Part Approval
Process (PPAP), and obtaining ISO/AS certifications are measures of quality assurance and
control (Pop & Ţîţu, 2020). These dynamic changes to the aerospace industry have allowed
manufacturers to become efficient and economically viable for global consumers.

6. BUSINESS STRATEGY: DIFFERENTIATION, COST LEADERSHIP,
BLUE OCEANS, INNOVATION, ENTREPRENEURSHIP, AND
PLATFORMS
The business strategies of differentiation, cost leadership, blue oceans, innovation,
entrepreneurship, and platforms provide significant strategic conceptions. Businesses utilize
one of these two methodologies to drive their activities and initiatives. Moreover, the adoption
of a business-level structure and its significance for a business provides strategic focus
(Rothaermel, 2020). There are also distinct aspects of innovation utilized as a business-level
strategy. Indeed, the Blue Ocean Strategy is innovative and uses advantage to search out
favorable circumstances that are "non-involved" by competitors.
Further, incorporating the four-venture development measure allows project managers or
leaders to draft the cycle from idea to advancement (Rothaermel, 2020). Moreover, the value
chain priorities are different for companies taking a different business strategic approach.
Examples of value chains for organizations using cost leadership, another using differentiation,
and a third using a value innovation business-level strategy are situational based on a firm’s
requirements.

6.1. Cost Leadership
The Cost Leadership methodology creates comparable value vs. rivals and charge lesser rates.
An example of Cost Leadership in the aviation travel industry is Spirit Airlines. Traditional
long-standing airlines have battled, while low-cost transporters have made progress. The first
low-cost operating model, made by Southwest Airlines, has been amended via airlines
worldwide. At present, Spirit is perhaps the best low-cost aviation transporter operating in the
United States (Rosenstein, 2013).

6.2. Differentiation
Differentiation generates higher value vs. competitors and has exclusive characteristics while
demanding more significant price points. An example of differentiation in the aviation industry
is Etihad Airways (UAE-based organization). Etihad's core values achieve exclusive quality
and supply chain networks as a blend of elements affecting improved consumer care and better
organizational effectiveness, which demands a premium ticket price and excellent customer
service (Sandybayev, 2018).

6.3. Value Innovation Business-Level Strategy
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Value innovation business-level strategy effectively utilizes blue ocean strategy founded on
value innovation methods in conjunction with both differentiation and low-cost strategy. An
example of value innovation is the number of retail outlets that have expanded. For example,
discount shopping centers continue to expand exponentially (Buil López-Menchero et al.,
2020). A retail plan of action verbalizes how a retailer makes an incentive for its clients and
adjusts incentives from business sectors to determine growth and profitability. Developments
in action plans are progressively essential for developing a favorable position in a commercial
center characterized by change, client expectations, and fierce rivalry (Sorescu et al., 2011).

6.4. Industry Life Cycle
The industry life cycle has affected business strategy for organizations in their industry over
time, which includes the number and size of competitors, and the various types of buyers that
enter the market. Additionally, the supply and demand sides of the marketplace have variations,
and innumerable strategies are required for the business to execute. Each business-cycle stage
consists of an introduction, growth, transformation, maturity, and decline (Rothaermel, 2020).
An example of this life cycle is the use of microwave ovens and ready-made meals. The life
cycle naturally consequences ready-made meals made modernly with meals made at home
without any preparation. An average meal is comprised of a meat, vegetable, and grain. The
forecasts indicated that the consequences of the homemade meal are lower than for the same
ready-made meal. For instance, worldwide, global warming and human toxicity potentials are
up to 35%, and ozone layer consumption is up to multiple times lower (Rivera et al., 2014). The
primary purposes behind this are the evasion of meal production, diminished refrigeration, and
a lower measure of waste in the homemade meal's existing pattern. The most reduced
consequences of the ready-made meal are found in the frozen meal category, prepared in a
microwave (Rivera et al., 2014).
Finally, the most exceedingly and dire choice for the most effect is the ready-made frozen
meal warmed in an electric broiler. For a similar cooking strategy, chilled ready-made meals
have higher consequences than frozen. The refrigerant utilized in production impacts the
consequences, especially unnatural weather change and ozone layer consumption. The bundling
commitment is significant for specific consequences, including unnatural weather changes,
non-renewable energy source exhaustion, and human negligence (Rivera et al., 2014). The
decline of primary focal points for the two kinds of meal production includes waste, and
cooking strategy (Rivera et al., 2014).

7. CORPORATE STRATEGY: VERTICAL INTEGRATION,
DIVERSIFICATION, STRATEGIC ALLIANCES, MERGERS, AND
ACQUISITIONS
Corporate strategy includes vertical integration, diversification, strategic alliances, mergers,
and acquisitions (Rothaermel, 2020).

7.1. Starbucks
Starbucks Coffee has mastered Corporate Social Responsibility (CSR) and, to a different degree
Global Social Responsibility (GSP) (Starbucks, 2018; Investopedia, 2018b). This is what makes
Starbucks distinctive. What is Corporate Social Responsibility CSR)? CSR is an autonomous
business model that helps companies maintain social accountability to themselves, their
stakeholders, and the public (Investopedia, 2018b). By practicing CSR, also called corporate
citizenship, companies become aware of their impact on societal facets, including financial,
cultural, and ecological. To engage in CSR indicates that, in the particular course of business,
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a company operates in ways that highlight society and the environment instead of contributing
negatively (Investopedia, 2018b).
Starbuck’s logo is the siren, which originates from Herman Melville's Moby Dick. The siren
was designed to mesmerize coffee drinkers, to "lure them to the cup." Starbucks' brand is the
most recognized coffee brand in the world (Bonaparte, 2020). Its mission is to inspire and
nurture the human spirit - one person, one cup, and one neighborhood at a time. To reach its
mission, Starbucks provides a great work environment and treats employees with respect. It is
built on a culture of highlighting diversity as an essential component in its business practices.
Further, Starbucks believes in the highest standards of excellence in the purchasing, roasting,
and fresh delivery of their coffee. Starbucks' goal is to satisfy customers and contribute
positively to communities and the environment. Starbucks understands that profitability is
essential to its success (Bonaparte, 2020).
Starbucks began in 1971 in Seattle's Pike Place Market. Currently, Starbucks has thousands
of locations worldwide (Starbucks, 2018). By 2019 Starbucks had more than 8,500 companyowned stores in the United States. Their products include coffee beverages, smoothies, tea, and
food items. They employ over 230,000 staff with an operating income of over US$4 billion
(Starbucks, 2018). In 1982, Starbucks began providing coffee to espresso bars in fine dining
establishments or hotels. In 1987, Starbucks became Starbucks Corporation. Indeed, this was
just the beginning of the astounding growth witnessed over the last decade. In 1991, Starbucks
was the first privately established firm to offer a stock option program to its employees. Higher
employee satisfaction leads to reduced turnover rates, which leads to lower employee training
costs, which leads to greater profits. Starbucks also gives back to the community, both locally
and abroad.
Furthermore, Starbucks achieves profitability with great publicity. Starbucks also takes
great interest in its suppliers' relationships. Starbucks opened its first store outside of North
America in 1996, in Tokyo, Japan (Starbucks, 2018). Starbucks gives back through CSR
initiatives. On May 29, 2018, Starbucks closed 8,000 Starbucks stores in the United States for
four hours so that 175,000 Starbucks partners could come together for a conversation and
learning session on racial bias (George, 2020). Diversity, equity, inclusion, and belonging
(DEIB) conversations were a formative step in repositioning Starbucks as an establishment
where ALL people feel welcome. Starbucks partners (associates) shared life experiences,
listened to other associates’ experiences, management listened to employees experiences of bias
and racial anxiety, reflected on the realities of bias in society, and talked about how staff could
collaborate to create public spaces where individuals feel a sense of belonging.

7.2. Mergers
Given the paltry track record of Mergers & Acquisitions (M&As), explained is the ongoing
trend for mergers and acquisitions in many industries. Notwithstanding, there are steps a firm
takes to improve the chances of successful M&As. For instance, the most multifaceted business
combination is structured as an asset purchase because corporate business valuation for mergers
and acquisitions highlights significant changes in corporate ventures (Aluko & Amidu, 2005).
A regulating agency performs audits to support business functions, especially those in the
progression of undertaking a merger or acquisition. Further, properties are frequently
exchanged in a merger or acquisition, which is one of the most valuable aspects of the process
(Aluko & Amidu, 2005). Corporate business affairs of mergers and acquisitions must elucidate
the significance of fairness, company worth, and reasonable valuation of a company's assets.
The benefit of property investment to the business is estimated against the present value to
understand the business's equity. Further, valuators function as mediators in negotiations to
guarantee fairness in merger and acquisition processes.
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8. GLOBAL STRATEGY: COMPETING AROUND THE WORLD AND
ORGANIZATIONAL DESIGN: STRUCTURE, CULTURE, AND
CONTROL
Indeed, Rothaermel (2020) discussed global strategy which includes how businesses compete
globally to affect organizational development; comprising structure, culture, and control.
The research denotes that global strategy can change over time for an organization.
YouTube (Google) is an example of how a business division can change based on its global
strategy position (Rothaermel, 2020). Further, a major international company Ørsted,
Copenhagen-based is an energy firm (Innosight, 2019). In 2012, Denmark's largest energy
company, founded as Danish Oil and Natural Gas, had a corporate strategy that caused the
company to fall into a financial quandary as global overproduction decreased the price of gas,
plunging 90% over several years (Innosight, 2019). As a result, the S&P relegated the 6,000workforce business credit rating to negative, increasing the price of its substantial liabilities.
While some organizational leaders move directly into emergency management mode, laying
off employees until stock prices recovered, Ørsted quickly acknowledged the situation as the
best chance for the firm’s transformation (Innosight, 2019).
Ørsted board of directors engaged and brought onboard the previous change/project
manager of the conversions at LEGO, Henrik Poulsen. CEO Poulsen rebranded the corporation
Ørsted, which derives from renowned Danish scientist Hans Christian Ørsted (Innosight, 2019).
Under Poulsen’s leadership, he managed to instill an awareness of purpose into the business
that pushed it to reduce the price of offshore wind power by 60% whereas establishing three
leading new ocean-based wind farms in the U.K. and procuring a prominent business in the
U.S. to pioneer North American offshore waters (Innosight, 2019). Formerly 80% held by the
Danish government, Orsted’s IPO in 2016 was the year's biggest. Net Profits increased over $3
billion since 2013. This has boosted Orsted as the world's largest offshore wind business, with
a 30% stake in a thriving global market (Innosight, 2019).
This research also describes the role of culture in successfully implementing corporate
strategy (Rothaermel, 2020). The role of culture and the values, norms, and artifacts at a wellestablished global manufacturing organization that employs many local citizens. The values of
Ørsted are concise, documented, and shared with every employee. The core values have
embedded vital values such as safety first, honesty, commitment to producing a quality product,
continual improvement, and respect for others. While the organization's norms and customs
include paid holidays, providing health insurance, a summer employee picnic, and an annual
bonus. Additionally, the company’s company assets include over 200,000 square feet of
manufacturing space.
To advance the Ørsted company culture, every employee must wear the company uniform
shirt while on the company grounds. Each year the company hosts an employee family picnic
for the entire workforce. The organization has many acronyms to describe production areas and
its historical achievements are well known. What was the socialization process of embedding
the culture? The process of embedding culture is to establish a vision, communicate the vision,
and listen to people within the organization to help one achieve the goals. Additionally, by
creating strategic plans and involving many people at many different levels of the organization,
socialization occurs (Rothaermel, 2020). Envisioning is a significate attribute of dynamic
organizations and thus creates an effective culture contributing to the organization's competitive
advantage (Rothaermel, 2020).

9. CORPORATE GOVERNANCE AND BUSINESS ETHICS
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The average compensation for a President of an S&P 500 company was $12.4 million, and
Chief Executive Officer (CEO) pay was 300 times the average laborer compensation
(Rothaermel, 2020). This contrasts with historical values of 25 and 40 times the average pay.
In illuminating this disparity, the U.S. Securities and Exchange Commission (SEC) approved a
rule in 2015 mandating that U.S. firms publicly disclose the gap between their Chief Executive
Officer (CEO) annual compensation and the median pay of the firm's different employees. Thus
far, there is little proof the rule has made an impact. There are potential adverse consequences
of the increasing disparity in Chief Executive Officer (CEO) pay (Boone et al., 2020). Current
executives' pay packages are not justified per further research (Dittman et al., 2018).
Moreover, Wang et al. (2020) investigated the consequences of increased compensation
disclosure transparency on the pay for (CEOs) in firms that are more inclined to misalignment
among manager and shareholder interests. Earlier research documents that inflated CEOs' pay
is insensitive to employees regardless of performance even after an organization executes a vast
purchase. Utilizing the 2006 Securities and Exchange Commission (SEC) compensation
disclosure procedure in an empirical setting, it was determined that this result disappears after
firms provide more transparent compensation disclosure. Cross-sectional analyses show that
acquiring firms with more fair compensation disclosure display greater Chief Executive Officer
(CEO) pay sensitivity to employee's post-deal performance after 2006. The findings indicate
that increased compensation disclosure transparency helps strengthen the relationship between
Chief Executive Officer (CEO) pay and this abhorrent corporate culture.
As of late, especially in national political campaigns, there has been much discussion about
who is in the top 1% of American wealth, how they landed in this category, and what special
income tax provisions perpetuate their status (Bloom, 2017). As a reaction to this debate in this
classification, the Dodd-Frank Act and the Consumer Assurance Act of 2010 have mandated
disclosure by publicly registered companies to disclose the median pay to that of the Chief
Executive Officer (CEO) pay ratio. Likewise, The Securities and Exchange Commission has
issued specific guidance on this requirement (Bloom, 2017).
Some of the most vigorous opposition against extreme and increasing Chief Executive
Officer (CEO) pay comes from rank-and-file employees, particularly from employees within
the same firm (Dittman et al., 2018). It is paramount to expound on this phenomenon with
normative preferences because, formally, CEOs are employees and paid by shareholders, so
regular employees should, in principle, not protest them being overpaid. A potential explanation
is that workers begrudge CEOs their compensation because workers suffer disutility from the
gap between their pay and CEO pay. Formally, such preferences are called inequality aversion
or, all the more precisely, disparity aversion.
Consequently, the real consequences of disclosing information about the pay gap between
the Chief Executive Officer (CEO) and employees are confounded by conventionalism (Boone
et al., 2020). Firms reporting more significant salary ratios tend to include a discretionary
narrative portraying their employee relations or compensation practices in a positive light.
Reporting higher ratios is associated with adverse changes in the tone of public relations,
shareholder voting on executive compensation, and worker productivity and morale. Resolving
the pay ratio disclosure fails to attenuate these negative outcomes. Finally, the ratio disclosure,
rather than vertical pay disparity alone, explains the negative stakeholder response (Boone et
al., 2020).
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